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Business Conditions 





HE indices of trade and industry 

tell of a larger volume of business 

in the first quarter of 1924 than in 

the corresponding quarter of 1923. 

Bank clearings, car-loadings, em- 
ployment reports, production figures, retail 
trade figures, agree in showing that more 
goods have been moving into consumption 
than ever before, a state of things very satis- 
factory not only from the business standpoint 
but in its significance as to general social con- 
ditions. 


There are few reports of general unemploy- 
ment, although certain industries, notably the 
manufacture of textiles and some kinds of 
clothing, are not running full. The manufac- 
ture of agricultural implements is reported as 
doing better than a year ago, but still suffer- 
ing from the general agricultural depression. 
The Department of Labor of Illinois, a state 
of varied industries, reporting upon the month 
of February says that for the first time since 
May, 1923, reports from the factories show in- 
creasing activity. It says that although opera- 
tions had been on a declining scale since last 
July the drop was gradual and moderate, and 
that with the sharp recovery in February “in- 
dustry appears to be at the threshold of a 
Spring of great activity.” 


The automobile industry, which has risen 
to a place in the front ranks as an employer 
of labor and consumer of steel and other ma- 
terials, has made a running start this year. In 
the first two months the number of cars and 
trucks produced was 665,234, against 520,473 
in the first two months of 1923 and 213,793 in 
the corresponding months of 1922. The prin- 
cipal companies are sanguine of larger sales 
this year than last and have operated during 
the Winter season upon higher schedules 
than a year ago in order to have cars to meet 
the anticipated demand. Some scaling down 
of production has been reported in the last 
half of March, owing to the accumulation of 
cars, but it is too early to say that the reduced 
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schedules are permanent. The growing popu- 
larity of ¢losed‘cars seems to have been an 
important factor in the increased sales of last 
year and in the promise for this year. 


Building operations have been more active 
during the past Winter than usual, and the 
figures of building permits and of contracts 
for construction have been larger in both 
months than in the corresponding months of 
1923. Contracts for railroad equipment have 
been unexpectedly large, in view of the heavy 
purchases made last year and the efficient 
manner in which a heavy traffic has been 
handled. 


Thus it appears that the industries that are 
mainly depended upon to set the pace of pros- 
perity have made a good start for the year. 
At no time, however, has the situation shown 
the symp:oms of competitive buying or of 
inclination to anticipate future wants which 
were manifest during a few weeks of last 
Spring. Apparently the business public is con- 
firmed in its opinion that there is no danger of 
a scarcity of supplies or of runaway markets, 
and that the safe policy is to keep down both 
indebtedness and inventories. Sentiment evi- 
dently is sensitive to unfavorable symptoms, 
and in recent weeks there has been a notice- 
able slowing down, generally attributed to 
political agitation and some apprehensions that 
radicalism may be able to strengthen its posi- 
tion in national affairs through this year’s 
elections. 


That industry has been on a fairly stable basis 
over the past year is indicated by the comparative- 
ly slight price-fluctuations, and the fact that, ex- 
cepting the flurry of last Spring, they show a tend- 
ency to the correction of recognized inequalities. 
The index number of the Bureau of Labor, based 
upon 404 commodities, was 152 for February, 
against 151 for January and 157 for February, 
1923. The numbers for these months by 
groups, based upon 1913 prices as 100, are as 
follows: 
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Index Numbers of Wholesale Prices, By Groups 
of Commodities 


(1913—100) 
1923 January February 
February 4 
Farm productS .......cccccsecesseeseee 142 144 143 





Foods a wae 143 143 
Cloths and clothing.... . 199 200 196 
Fuel and |jightine........ 





212 169 180 





Metals and metal products.... 139 142 143 
Building mtaerials .................. 192 181 182 
Chemicals and drug............... 132 132 131 
Housefurnishing goods .......... 184 176 176 
Miscellaneous ............cccceseeeeeeeeee 126 117 113 
All commodities ................000 157 151 152 


The main business of the people of the 
United States is in supplying their own wants, 
which are practically limitless, and which for 
the most part they supply by exchanges among 
themselves. To the extent that they want the 
products of foreign countries they must export 
their own to pay for them. All business consists 
of trade, more or less complicated, and there 
is no limit to trade but the limit upon produc- 
tion, provided production is kept in balance— 
that is to say, so long as products are offered 
in the right proportions to suit demands. Each 
producer’s offering is his own purchasing 
power, and if he cannot sell he cannot buy. 
There is no other market than this exchange 
of goods and services, which is ample, subject 
to the one condition named. If, however, pro- 
duction becomes seriously unbalanced there is 
apparently no market for anything. Produc- 
tion has been maintained in this country close 
to the capacity of our industries for more than 
a year, and continues at that rate, because it is 
fairly well balanced, and it will keep on so 
long as it remains approximately in this state. 


Price Relations 


Prices are not in all respects in satisfactory 
relations, farm products as a group being be- 
low most other groups, and certain farm prod- 
ucts much below the general level. The in- 
fluence of these commodities upon the general 
business situation, however, has been counter- 
balanced by the extraordinary expenditures 
that have been made in building and con- 
structional work of various kinds, together 
with the incidental outlays for furnishings and 
equipment. In other words, the loss of pur- 
chasing power exercised by the farmers has 
been made good for the time being by an in- 
crease of purchasing power in other hands. 


The Outlook for Business 


For the immediate future the prospect is 
that industrial activity will continue at a high 
rate. The principal factors in last year’s pros- 
perity are still active. One of these years 
building operations at the present level of costs 
may be expected to fall off, but the decline is 
not yet in sight, and hardly will come before 
the latter part of this year at the earliest. 
The fact that between the census of 1910 and 


the census of 1920 most of the building trades 
showed a decline of membership, would seem 
to indicate that the country cannot have made 
up the building shortage. 


Industrial Development 


The industrial output of this country is con- 
stantly increasing in variety and quantity. In 
this respect the production of manufactures is 
quite different from agricultural production, 
particularly the production of things to eat. 
There is a definite limit to the consumption 
of foodstuffs; consumption may be shifted 
from one kind of food to another, but the ag- 
gregate does not exceed the digestive capacity 
of the population. On the other hand, manu- 
factures and marketable services are offered in 
infinite variety and appeal to insatiable wants 
and tastes. The proportion of the population 
engaged in producing food is a constantly 
diminishing one, although of course the pro- 
duction of food must increase with the growth 
of population. 


Industrial development is always going on 
and the industrial equipment is being con- 
stantly replaced as a result of the adoption of 
new methods. We are moving toward the sit- 
uation predicted by Thomas A. Edison, where 
labor’s task will be not much more than tend- 
ing machinery, although this does not mean 
that labor will be in less demand or suffer 
reduced pay; on the contrary, the greater its 
productivity in connection with machinery, the 
greater will be the demand and compensation. 
These changes in industry are stimulated by 
high labor costs, resulting from wage increases 
and the shortening of the work day. The de- 
mand for labor in the making of new machin- 
ery and equipment is an important factor in 
present prosperity, and likely to be an even 
greater factor, for invention is busy in all lines. 
The amount of central power station construc- 
tion is very heavy, and plans are developing 
for covering the country with a net-work of 
electric service wires, supplying power and 
light to villages and farm homes. Within the 
past month announcement has been made of 
the linking together of an important group of 
power companies in western Pennsylvania, 
Ohio and West Virginia, covering an exten- 
sive area. Similar developments are going on 
in all parts of the country, and signify in- 
creased power facilities and cheaper power, 
with important industrial results. Reports are 
current of pending improvements of significant 
importance in the generation of steam power. 
These developments in one line are mentioned 
simply as suggestive that the constructional 
work involved in industrial changes is likely 
to be of greater importance than that involved 
in the decline of house-building. Moreover, if 
our industries are improved and made more 
productive, there will be no decline of house- 
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building, for everybody will be wanting larger 
and better houses, and incidentally more in 
them. 

We would emphasize that there will be no 
need for industry or business to slow down 
for want of something to do, but it remains 
true that all such development must have back 
of it the spirit of enterprise that has been be- 
hind our development in the past, that this 
enterprise must be sustained by the usual in- 
centives, and that there must be earnings, 
profits, savings, to supply the capital to make 
these industrial changes that are always wait- 
ing to be financed. The development work 
which is an important factor in keeping indus- 
try busy can go forward only as the pool of 
capital available for investment is constantly 
replenished. 


The Price Level 


Evidently the feeling prevails that the price 
level is still high and that reductions are rather 
to be looked for than advances. Nobody can 
confidently affirm that this general proposi- 
tion is not true, for the present situation has 
no parallel. There are influences making in 
both directions and it is quite impossible to 
measure their relative strength. The continued 
movement of gold to this country is a factor 
that under ordinary conditions would be 
counted upon to produce higher prices, but 
gold reserves produce no effect upon prices 
unless they are used—in other words unless 
they are made the basis of credit, and the 
business public is not at present disposed to 
borrow money or anticipate future wants. 
It is not easy to calculate when or to what 
extent this attitude will be modified. 


Effects of European Settlement 


There is ground for hope that the European 
problem of reparations is approaching a prac- 
tical settlement and if so a new situation will 
be presented. If the terms are accepted, and 
normal industrial conditions are speedily estab- 
lished in Europe, what will be the effects in 
this country? Will European competition or 
European demands for American products be 
the most pronounced development? Undoubt- 
edly both will be manifested, and different in- 
dustries will be affected differently. The ten- 
dency will be to a general readjustment, with 
conditions more like what they were before the 
war than they have been since the war was 
begun. It should tend to restore the equi- 
librium between farm products and crude ma- 
terials on the one hand and manufactures and 
services on the other, which was disturbed by 
the war. It is to be considered, however, that 
wage scales and industrial costs have been al- 
tered not only in the United States but in all 
countries, and that prices are interlocked in 
such a far-reaching manner that readjustments 
must be gradual. Commodity prices are high 





as compared with pre-war prices, but they are 
not high as compared with present industrial 
costs, which in the final analysis are composed 
of wages, and they will not be reduced very 
much except as the labor factor in them is re- 
duced, cither by lower wage rates or by im- 
proved methods which eliminate labor. Except 
where wages on the other side are lowered by 
currency depreciation, which is a temporary 
condition, it does not appear that prices are 
materially lower in relation to the pre-war 
level than they are here. The Federal Reserve 
price indices for the month of December, 1923, 
for the United States and Great Britain were 
respectively 163 and 177, and reducing the 
British figures to the gold basis the latter 
index would be 159. 

That the general movement of prices over a 
term of years in the future is likely to be 
downward is the common opinion among econ- 
omists. It simply means that as the world 
gets back to the pre-war basis of industrial 
and trade activity, the tendency will be for 
economic forces to produce about the same 
state of equilibrium as before. But there are 
many conditions which will impede the opera- 
tion of these forces. Nothing like the slump 
of prices or the disorganization of industry 
which follows a financial crisis ever occurs 
except as the result of a financial crisis, and 
there is no prospect of that in this country. 


Highway Construction 

During each of the years 1921 and 1922 the 
total expenditures for all highway purposes, 
such as construction, maintenance, up-keep in- 
cluding interest on borrowed money and mis- 
cellaneous items for all our public roads 
located outside the limits of incorporated towns 
and cities, according to Government figures, 
amounted to approximately $1,000,000,000. 
Such data as are now available indicate that 
the expenditures for the year 1923 varied but 
little from this amount, and that in 1924 they 
will not vary materially from this sum. The 
work directly controlled by the states will 
probably continue to increase as has been the 
case during recent years. The local work con- 
trolled by the counties, townships and districts 
may decrease somewhat due to the agitation 
against bonds and highway taxes, but it is 
thought improbable that the decrease will be 
large. 

The ever increasing number of motor vehi- 
cles is constantly demanding more and better 
roads as well as better maintenance of existing 
roads. The motor vehicle is also directly and 
indirectly supplying more and more funds for 
highway work. The normal expectancy in re- 
gard to expenditures for our public roads 
would therefore seem to be that they will in- 
crease from year to year at least until the high- 
way systems become sufficiently developed ta 
fully meet the needs of this traffic. 
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The Textile Industries j 


The cotton goods and silk industries are af- 
fected by unsettled price conditions and in 
the former especially the situation is extraor- 
dinary. The crop of raw cotton last year was 
the third short one in succession and the crop 
and carry-over gave a total supply less than 
the consumption in the previous year. It was 
generally agreed that there must be a pro- 
nounced curtailment of consumption to make 
the supply last until the next crop was grown. 
Some reduction of milling consumption has 
taken place in this country, the figures as re- 
ported by, the Census Bureau being 3,609,992 
bales from August to February inclusive, 
against 3,839,595 bales in the corresponding 
months last year. On the other hand the 
latest figures for exports are 4,641,415 bales 
from August 1 to March 28, against 3,993,448 
bales for the corresponding period of last year. 
It appears therefore that the American stock 
is being reduced more rapidly this year than 
last. Moreover, British exports of cotton 
goods in February last were heavier than in 
February of last year, indicating that our ex- 
ports are entering consumption as goods. In 
the face of this situation as to consumption, 
however, timidity has developed in both the 
raw cotton and goods markets. Cotton ad- 
vanced rapidly in the Fall, reaching the top 
price, above 37 cents per pound in December. 
Since then it has suffered a decline of 10 cents 
per pound, and goods have declined in an even 
greater degree relatively. The goods markets 
are demoralized to such an extent that neither 
manufacturers nor merchants know what to 
do, and are doing practically nothing except 
meet immediate requirements. Curtailment of 
mill consumption is certainly increasing, but 
it has not come about in exactly the way 
looked for. The spot quotation for cotton is 
about 27.40 cents, while the October delivery 
is under 24 cents, a difference which is enough 
to make a manufacturer hesitate to convert 
cotton into cloth on his own account, or a 
dealer hesitate to put goods on his shelves. 

Raw silk had a spasmodic advance in price 
at the time of the Japanese earthquake, upon 
the theory that supplies would be cut off, 
reaching about 11 cents per pound; then it 
began to decline and has been declining ever 
since, until it is down to about 6.75 cents, 
which is below the pre-earthquake price. The 
decline of the raw material has had an effect 





upon finished silk goods similar to that of the © 


fall of raw cotton upon cotton goods. 

In woolen and worsted goods also business 
is poor, and without the explanation of de- 
moralized prices for raw materials. The wool 
situation is very strong in world markets, so 
strong indeed that instances are reported of 
imported wool in bond being shipped to Lon- 
don. Sales of heavy weight goods for Fall 


consumption have been very disappointing, al- 
though prices, in the face of raw material ad- 
vances, are no higher than one year ago. 


Iron and Steel 


The iron and steel industry has been oper- 
ating for the past two months about as close 
to capacity as it ever gets. The Iron Age, at 
the middle of last month, estimated steel pro- 
duction as proceeding at the rate of 49,000,000 
tons per year. These figures will be better 
appreciated if it is known that the production 
of steel in 1912 was 30,284,682 tons which was 
the pre-war record, while the war record was 
43,619,200 tons and production in 1923, 43,- 
300,000 tons. The production of steel in the 
world in 1923 was about 65,000,000 tons. 

The prices of pig iron and steel products 
have reflected changing conditions in the trade 
throughout the past year, touching the high 
point last Spring, easing off in the latter part 
of the year, firming up with the increased de- 
mand in January and February, and showing 
some signs of weakness, particularly in pig 
iron, in recent weeks. The Iron Age com- 
posite of eight leading steel products is now 
$3.81 per ton below the high point of last year 
and $5.55 per ton above the low point, which 
was touched in January of that year. Average 
for 1923 was $57.79. Highest yearly average 
was $91.01, in 1917. Peak in 1920 boom was 
$84.03, and average for 13 years prior to the 
war, $37.11. The industry is now operating 
mainly upon current orders, which makes the 
situation competitive and prices variable. 

The steel makers are working on improve- 
ments in their operating methods all of the 
time, and the gains have been very substantial 
in the last ten years, but the wage-increases 
in that time have been so great that the econ- 
omies make no showing, except in the tact 
that prices show a much smaller percentage of 
increase than wages. Exclusive of the ad- 
ministrative and selling organizations the av- 
erage daily wage of all employees of the U. S. 
Steel Corporation in 1923, was $5.73 against 
$4.78 in the preceding year. The abolition of 
the twelve hour day is stated by the Steel 
Corporation to have required an addition of 
about 17,000 men on the basis of production 
at the time the change was made, or about 
10 per cent of the working forces. 


The Metals, Oil and Coal 


After rallying from below 13 cents per 
pound, the price prevailing in January last, to 
14% cents in the fore part of March, copper 
has weakened to 14 or possibly less. We fell 
into error last month in reporting that the Cal- 
umet and Hecla had closed down production, 
its action being a curtailment of one day per 
week. Curtailment at best is an unsatisfac- 
tory remedy for low prices, for it increases 
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the cost of the remaining production. The 
Anaconda Company has followed Calumet & 
Hecla and other producers in discontinuing 
dividends. The situation is disturbed by the 
low cost producers of large capacity in South 
America and Africa, but accumulations are not 
large and much is hoped for copper from a 
settlement of the reparations question. There 
is a very large potential demand in the pros- 
pective electrical development. 

The tin market has been very much dis- 
turbed of late. Prices were on an advancing 
scale last year, mainly on the strength of in- 
creased demands on world markets by the 
United States, and with speculation apparently 
a factor. During the past month a sharp re- 
action occurred in London. On March 18 the 
New York spot price was 53% cents with 
futures bringing 52 cents, comparing with a 
high mark of 75 cents during the war and a 
pre-war average of between 25 cents and 35 
cents. The spot price on March 28 was 514% 
cents and the future price 50 cents. 

At the annual meeting of the British Metal 
Corporation, a very important factor in world 
trade, held March 12 last, Mr. Charles Vincent 
Sale, Chairman of the Board, gave the follow- 
ing figures for world production and consump- 
tion of copper, lead, tin and spelter in 1921, 
1922 and 1923, with the subjoined comment 
upon consumption in Europe and the United 
States. The figures are index numbers based 
on 100 as representing average figures for 
three years 1911-13: 























1923 

Production: 1921 1922 (Estimate) 
Copper 57 91 123 
Lead 74 93 101 
Tin 85 102 100 
Spelter .... 46 73 100 
1923 

Consumption: 1921 1922 (Estimate) 
Copper 59 96 115 
Lead 70 90 101 
Tin 66 104 109 
Spelter . 47 79 95 





An analysis of the consumption in the two hemi- 
spheres reveals a very different state of affairs—on 
the one hand, the abounding prosperity of the United 
States, but, on the other hand, the exceeding poverty 
of Europe. 

Taking again ‘the pre-war figures—that is to say 
the annual average of 1911-1913—as a basis, the 
United States consumed during the last 12 months 
72 per cent more copper, 33 per cent more lead, 35 
per cent more spelter and 46 per cent more tin. Dur- 
ing the same period all other countries together con- 
sumed 13 per cent less copper, 15 per cent lesd lead, 
21 per cent less spelter, and 14 per cent less ‘tin. 

This contrast between conditions in the United 
States is suffering would leave to heavy offerings on 
esting changes in our markets. Any marked im- 
provement in European conditions would bring about 
a struggle for available stocks. Any serious check 
to the progressive inflation from which the United 
States is suffering would leave to heavy offerings on 
our markets. There we must leave the matter so 
far as our own trade is concerned. 


The extensive building operations of the 
past year have made a great demand for lead, 
and prices reached the crest of an upward 





swing in February, when spot metal, St. Louis, 
sold at 10 cents per pound. Since then quo- 
tations have subsided to about 834 St. Louis 
or 9 cents New York. Lead is wanted not 
only for paint and lead pipe, but for batteries 
in automobiles and in the uses of telegraph and 
telephone companies and in radio sets, and all 
of the demands are very strong. Zinc was 
stronger in February in sympathy with lead, 
but has eased off to 6.35 to 6.40 St. Louis. 


The production of oil has followed the course 
predicted for it last year when the flush pro- 
duction of the new fields in Southern Cali- 
fornia was demoralizing markets. These fields 
in the third week of March produced 388,000 
barrels daily against 668,000 at the peak of 
production last August. The number of pro- 
ducing wells completed in January was the 
smallest since October, 1921. Prices have had 
a rapid recovery. Mid-continent crude, 33 de- 
grees to 35.9 degrees, is now $1.75 a barrel as 
against $1.60 in February and the recent low 
of $1 last December. Gasolene stocks are now 
accumulating, but consumption during the 
coming season for automobile touring will 
draw heavily on stocks. Owing to deprecia- 
tion of inventories the oil companies are gen- 
erally showing small profits in 1923. The 
industry is disturbed by the agitation for gov- 
ernment control, as the violent fluctuations of 
production involve similar price fluctuations 
and would make any kind of arbitrary control 
a serious additional hazard. The experience 
of the past year has shown that the business 
is inevitably competitive. 


The United Mine Workers and the organi- 
zation of coal operators for the Central Com- 
petitive Field came to an agreement to extend 
the present wage scale for three years, but the 
situation is not entirely settled. The large op- 
erators will pay the scale, but there is not 
enough coal business to go around, which 
means a great amount of idle time and inevi- 
tably some wage-cutting and price-cutting. 
Negotiations are going on in non-union fields, 
and it remains to be seen how much coal will 
be offered at prices with which the union 
mines cannot compete. Heavy stocks had been 
accumulated as reserves against a strike, and 
since the agreement was announced orders and 
production have fallen off and for the month 
of March have been lower than in any month 
since the strike of 1922. 


Money and Banking 





The New York money market was thrown 
off its balance March 15 by government dis- 
bursements in this city largely in excess of 
local receipts, but the disturbance was con- 
fined chiefly to call funds. The call rate fell 
as low as 2% per cent, with 3 per cent for 
renewals, As usual, the low rates caused out- 
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side funds to be withdrawn and by the 25th 
the old rate was back to 5 per cent, touched 
5% on the 26th and has ruled about 5 per 
cent since. Time money, customers’ paper, 
4% to 5% per cent; collateral loans, 5 to 
5%; commercial paper, 4%4 to 5; prime accept- 
ances, bid 4 per cent, selling, 37%. 

The call for bank credit since January Ist 
has been light, considering the increased vol- 
ume of business. The total loans and discounts 
of reporting member banks in the reserve sys- 
tem was $12,066,813,000 on January 2, $11,930,- 
950,000 on January 9 and $11,857,443,000 on 
January 23, after which they rose to $11,998,- 
000,000 on March 12, the latest report. On 
March 14, 1923 they were $11,722,896,000. 
This shows an increase over the past year of 
$276,000,000, and of $141,000,000 since loans 
began to go up about the beginning of Feb- 
ruary. 

The twelve Federal Reserve banks held of 
bills discounted for members, $797,883,000 on 
January 2, from which they ran down to 
$431,256,000 on March 19, then increased to 
$482,315,000 on March 26. They also held of 
bills bought in the open market, January 2, 
$347,185,000 and on March 26, $202,456,000. 
Total bill holdings, January 2, $1,145,068,000; 
March 26, $684,771. It will be seen that the 
reserve banks are cutting a comparatively 
small figure in lending operations at the pres- 
ent time. Including Government obligations 
owned, the total earning assets of the reserve 
banks on March 26 amounted to $942,080,000. 
The low point for the system since 1917 
was $891,331,000, on February 20, 1924; 
one year ago, the total earning assets were 
$1,203,720,000. 

While the loans and investments of the re- 
serve banks have thus fallen off $261,640,000 
in the past year, their gold reserves have in- 
creased from $3,063,794,000 to $3,122,944,000, 
and of course would have increased very much 
more if the banks had made any effort to re- 
tain gold. Instead of following that policy 
they have been paying out gold certificates 
freely instead of their own notes. The out- 
standing volume of Federal Reserve notes was 
$2,232,482,000 March 26, 1923, and $1,982,706,- 
000 on March 26, 1924. 


Gold Importations 


Net gold importations into this country dur- 
ing the calendar year 1923 aggregated about 
$300,000,000, a great movement undreamed of 
under the stable conditions existing prior to 
the war; in the first quarter of 1924 they have 
aggregated about $100,000,000. When gold 
is imported at New York, it is delivered at the 
United States assay office in Wall Street, or 
if brought in at another port it is forwarded 
here or to some other office of the mint service, 
where it is assayed and bought by the Treas- 


ury, payment being made with gold certifi- 
cates, dollar for dollar. These certificates cre- 
ate a deposit credit for the importer in the 
bank where he does business, and are passed 
on to the Federal reserve bank, where they 
create a reserve credit for the depositing mem- 
ber bank. Against this credit the member 
bank can make loans and draw currency. If 
the reserve bank chose to keep the gold cer- 
tificates in its reserves it might issue its own 
currency to 2% times their amount, but as the 
reserve banks now hold reserves above 80 per 
cent of their combined note and deposit lia- 
bilities they choose to pay out the gold certifi- 
cates instead of their promissory notes. They 
are in the position of an individual who doesn’t 
care for credit even if it costs him nothing. 


Excessive Gold Reserves 


The situation undoubtedly is an anomalous 
one and occasions much comment in financial 
circles over the world. The people of the 
United States have received about $400,000,- 
000, net, of gold in the past fifteen months, 
for which, of course, valuable consideration of 
some kind has been given. This gold has been 
added to the stores in Treasury vaults, but 
does not belong to the Treasury; it belongs 
to the people who hold the certificates which 
are passing from hand to hand. Financiers 
say that this is a very costly currency, as Fed- 
eral Reserve notes which cost only the print- 
ing, might as well be rendering the service, 
in fact were rendering it for the most part 
a year ago. In other words, the point is that 
when gold reserves are already ample for any 
possible contingency, as evidenced by the fact 
that the reserve officials do not care to in- 
crease them, it is a useless expense to use more 
gold. It is like making the foundations of a 
bungalow strong enough to carry a business 
block. 


An Example of Criticism 


We are criticized as a nation not only for 
being lacking in good business sense in thus 
piling up useless reserves, but as deliberately 
hoarding, drawing to ourselves a commodity 
which we cannot use and which is needed else- 
where as the basis of monetary systems and 
to stabilize the currencies of the world. An 
example of this criticism is seen in the fol- 
lowing current paragraph, of recent origin: 


At a private London meeting under the auspices of 
the Institute of Bankers, Mr. Walter Leaf, chairman 
of the Westminster Bank, voicing the general view 
of British finance, emphasized the difficulties of a re- 
turn to the gold standard for the rest of the world 
while the Federal Reserve Board is in complete com- 
mand of the whole situation as regards gold. He 
commented ironically that the United States, with 
three-quarters the visible stock of gold in its vaults, 
had hitherto, “magnanimously and with neglect of 
profit, "been content to take all the gold sent it at 
dollar par and lock it up at Washington, where it 
earned no interest and “was a serious burden to 
American finance.” Mr. Leaf held that the most se- 
rious objection to a return to a gold standard was 
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that unless it was done by a number of countries at 
once they would be putting themselves too much in 
the power of the Federal Reserve Board, should it be 
thought fit to embark on a policy of inflation by 
means of an almost unlimited extension of credit. 


‘The gentleman quoted is an eminent bank- 
ing authority, head of one of the largest Brit- 
ish banks, and American bankers will gen- 
erally agree with him upon the economic prin- 
ciples involved. That is to say, they will agree 
that these additions to our gold stock are un- 
desirable, both from our own standpoint and 
with regard to the world situation. A large 
part of this gold would serve this country bet- 
ter in the reserves of other countries, where it 
would stabilize the currencies and exchanges 
of other countries. The value of the gold 
standard to this country before the war was 
not so much in the fact that we had it as that 
nearly all the world had it with us; in other 
words, that we had a common basis of values 
with other countries. We are interested in 
stabilizing all the exchanges, for the service of 
international trade. 


A Natural Movement 


We question, however, whether Dr. Leaf 
has fully considered his criticism. This gold 
has been coming to this country in the course 
of business transactions by great numbers of 
individuals, citizens of other countries possibly 
having as much to do with the movement as 
citizens of this country. It has come because 
abnormal conditions in trade and unsettled 
political and social conditions in many. coun- 
tries have favored the movement. Quotations 
might be made from recent utterances by Dr. 
Leaf to show that even some of his own coun- 
trymen have been converting investments from 
their country to this country. At any rate it 
is a natural movement, controlled by individ- 
uals, and whatever may be its general effects 
it serves the purposes of these individuals who 
immediately convert the gold into something 
they want in this country. 


Investments are of Individual Choice 


Dr. Leaf’s theory seems to be that this gold 
should be used as the means of making loans 
or industrial investments in other countries, 
thus counteracting the influence of the people 
of other countries, including his own, who seem 
to be preferring investments here. Who is to 
make such investments? It is not customary 
for Governments to make loans, and the Gov- 
ernment of the United States is not the owner 
of these gold reserves, except as a trustee. It 
is not customary for banking institutions, 
either here or in London to buy securities, 
either of foreign or domestic origin, except to 
sell, and they buy only what they are confident 
they can sell. We come, therefore, to a con- 
clusion with which we are sure Dr. Leaf will 
agree, that if this gold is to be transferred to 





Europe by means of investments it must be 
done through the voluntary action and choice 
of private investors. The people who are able 
to make such investments probably have had 
no part in bringing the gold to this country, 
and most likely feel no responsibility for its 
being here. They will be governed in their 
decisions about investments by about the same 
considerations as would govern an English- 
man, a Frenchman or a German. They have 
bought in the aggregate quite a sum of foreign 
securities in recent years, in view of the fact, 
with which Dr. Leaf is familiar, that the 
United States itself affords many and excel- 
lent opportunities. Doubtless they will make 
more foreign investments as offered, and as 
they feel attracted to them by the usual con- 
siderations, but there is no method of compul- 
sion available, and general criticism on this 
subject is so futile as to suggest the famous 
remark of Edmund Burke, that he did not 
know how to draw an indictment of a whole 
people. 


This gold problem illustrates the many ways 
in which the war threw the economic machin- 
ery of the world out of joint, to the disadvan- 
tage and injury of everybody. Obviously, this 
country has more than its share of the world’s 
gold, and cannot expect to retain all of it per- 
manently, but how can it be distributed? 


The Trade Balance 


It might be said that the United States 
should lower its customs tariff and admit for- 
eign goods upon a scale that would turn the 
balance of trade against us and move gold out 
in settlement, but Great Britain, although long 
a free trade country, has been agitated re- 
cently upon the subject of imports which con- 
flict with its own industries, and although the 
election is counted as having gone against the 
policy of protection, it is worthy of note that 
the party advocating it carried the largest 
number of seats. Besides, we are not sure 
that lower duties would increase our im- 
ports, since reading the following paragraph 
from Dr. Leaf’s address to the stockholders 


of the Westminster Bank a few weeks ago. 
He said: 


It happens that we have before us at this moment 
an excellent illustration of the way in which inter- 
national payments are made in goods. It will be 
within the memory of all of you that, some two years 
ago, the United States passed what is known as 
the Fordney Tariff— a very high tariff designed with 
the especial intent of excluding foreign goods, and 
in the belief that other countries could not dispense 
with the products of the United Staes. Now how has 
the Fordney Tariff worked? I have before me the 
figures of trade between the United States and 
Great Britain for the first nine months of 1923, and 
I compare them with the first nine months of 1922. 
You will suppose—or at least the authors of the 
tariff certainly supposed—that there will be a great 
falling off in the exports from Great Britain to the 
United States, while the exports from the United 
States to Great Britain will be maintained. Well, 
what are the facts? The exports from the United 
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States to Great Britain have declined by more than 
£16 millions, while the exports from Great Britain to 
the United States have increased by over £10 million. 
The balance of trade in those nine months has moved 
nearly £27 millions in favor of this country. Surely 
this must give Mr. Fordney serious matter for con- 
sideration. 


Probable Effects of Deflation 


Dr. Leaf is fearful that these great gold re- 
serves may be managed by our Federal Re- 
serve authorities in such a manner as to bring 
about inflation, and that inflation may react 
disastrously upon other countries, presumably 
Great Britain among them. The bankers of 
this country admit the danger of inflation, not 
because the Federal Reserve authorities will 
deliberately promote it, but because the situ- 
ation is not wholly within their control. But 
they conceive that the effects of inflation 
would be to turn the trade balance against 
this country, and cause an outflow of gold. 
That clearly would be disastrous here if the 
inflation of prices had been brought about by 
an inflation of credit based on this gold. The 
bankers of this country counsel caution in the 
use of these excessive supplies of gold as the 
basis of credit, for the very reason that an 
inflation of credit will inevitably cause an in- 
flation of prices, a reversal of the trade bal- 
ance and a disturbance of the foundations 
upon which the credit is based. But it is not 
clear how this inflation of prices in the United 
States and movement of gold from this coun- 
try will affect European countries unfavor- 
ably. It would seem to be just what they 
are wanting. There are good authorities who 
believe that there is no other way than just 
this by which Europe will get a share of this 
gold. It would be interesting to have a prac- 
tical plan from Dr. Leaf for the redistribution 
of this gold. 


Agitation at Home 


These gold supplies are a source of agita- 
tion at home. It is inevitable with low prices 
ruling for many of our staple products and 
indebtedness pressing upon many people, that 
it should seem to many that there ought to be 
some means by which these stores of mone- 
tary wealth could be made available to relieve 
the prevailing distress. The falsehood that 
the reserve banks deliberately deflated the 
prices of farm products and forced the farmers 
to pay their debts at ruinous sacrifices, is 
still traveling. The records show that the 
Reserve banks went to the very limit of cred- 
it expansion permitted by the reserves they 
then held. The reserves they now hold are 
available for use under the terms of the 
law without arbitrary restriction. 

Furthermore, the idea of inflation—higher 
prices—has a strong appeal in many quarters 
at this time, and it is pertinent to utter a 
word of caution to those who think that the 


speculative stimulus resulting from an infla- 
tion of credit would bring higher prices for 
farm products. It is very certain, that farm 
products, particularly those whose prices are 
largely dependent upon foreign markets, would 
be the last commodities to be affected by cred- 
it inflation. The effect of credit inflation is 
to put more buying power in circulation, and 
to increase the demand for those things for 
which people spend additions to their incomes. 
Inflation while it lasts stimulates spending 
and speculation, makes people feel prosperous, 
increases the demand for labor and in this way 
raises the prices of the goods and service for 
which there is an increased demand. It would 
not increase the prices of farm products unless it 
increased the demand for them. 

The consumption of farm products in this 
country is already upon a high level. Em- 
ployment is practically full, everybody has 
work at good wages and all he wants to eat. 
When people are already eating all they can, 
that is the end of the demand in that quarter; 
an increase of income does not stimulate them 
to eat more—at least not more of the same 
food. It does not increase the consumption 
of corned beef and cabbage. The higher wages 
and higher prices that would be stimulated 
by an inflation of credit would be for the farm- 
er to pay, not for him to receive. His surplus 
production would remain to be sold in for- 
eign markets as now, and home prices would 
remain on the foreign level as now. When, 
however, the inflation boom had run its course, 
and the inevitable deflation came, with the re- 
sulting disorganization of industry, depression 
and unemployment, even the demand for corn 
beef and cabbage would shrink below what 
it is now. 


Tax Reduction 





The proposal to pass through the Congress 
a joint resolution reducing the taxes payable 
upon incomes received in 1923 by the uniform 
rate of 25 per cent, having failed of action 
before the date of the first payment, interest 
now centers in whether such action will be 
taken before the second payment is due. At 
the outset the proposal seemed to have little 
opposition, for there is general agreement that 
the revenue can be spared, and the uniform re- 
duction does not raise the issues over which 
the most serious disagreement on the Mellon 
plan have occurred. Opposition seems to have 
been prompted by belief that the passage of 
this measure might have some bearing upon 
the fate of the main proposition. 

In response to the showing that the high 
surtaxes are driving the investors subject to 
them into tax-exempt securities, it is urged in 
some quarters that even so, these investments 
supply capital for public purposes at low rates 

















of interest and stimulate industrial activity in 
the same manner as though invested in private 
enterprises. This however is abandoning the 
usual argument that the rich should pay high 
taxes for the position that if they will be 
satisfied with 4 or 5 per cent on their invest- 
ments they need not pay taxes at all. Evi- 
dently the interest reduction on tax-exempt 
securities does not correspond to the value 
of the exemption to investors of the high in- 
come schedules. Secretary Mellon as a prac- 
tical administrator would rather see the large 
incomes paying even 20 to 30 per cent than 
driven to the tax-exempt haven. 


A sweeping exemption to all buyers of cer- 
tain securities, of which there is ample supply, 
obviously nullifies to a very great extent a 
graduated income tax. The exemption is worth 
more to some people than to others, and nat- 
urally the former are most likely to take advan- 
tage of it. Since the aggregate of incomes 
subject to the high surtaxes is not great enough 
to absorb all the tax-exempt issues, the latter 
must bear interest rates high enough to make 
them attractive to investors of moderate in- 
comes, and the latter virtually hold an um- 
brella over the investors subject to the high 
surtaxes, making the tax-exempt securities ex- 
ceptionally attractive to them. 


Then there is not only the question of losing 
all revenues from large incomes, but of driving 
the class of men who create large incomes into 
inactivity. Doubtless there always will be 
plenty of capital available for public improve- 
ments, without offering extraordinary induce- 
ments to the very individuals who ought to 
pay a liberal share of the taxes and at the same 
time are best able to put their capital into 
industrial development. 


We referred last month to Henry Ford’s 
comments upon this tax question, and he now 
affords a new illustration of the point which 
Congress sees readily enough in a concrete 
case but fails to see as illustrating a general 
principle. The House of Representatives in 
the past month has voted by a large majority 
to lease Muscle Shoals, a property upon which 
the United States Government has made large 
expenditures, to Mr. Ford for one hundred 
years. It puts a great property, belonging to 
the Government in his hands because it be- 
lieves that he will expend a large sum of his 
own capital upon it, and that by the creation 
of new industries the entire country will bene- 
fit greatly. We do not challenge this theory 
or raise any question as between Mr. Ford’s 
offer and other offers for Muscle Shoals, but 
it is pertinent to ask how this theory harmon- 
izes with the general attitude of Congress 
toward private capital employed in industry? 
The theory of the Muscle Shoals legislation is 
that private capital employed in industrial de- 
velopment is rendering public-service, but if 
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this is the case how can it be sound public 
policy to take from industrial leaders of dem- 
onstrated capacity so large a share as now of 
the incomes by which such service is financed 
and expanded? 

If it is good policy to turn valuable public 
property over to private management, because 
in the nature of things the benefits of develop- 
ment are bound to inure mainly to the public, 
why may it not be good policy to allow indi- 
viduals to retain and invest a larger share of 
their own earnings for like purposes? The 
degree in which this country has accustomed 
itself to the Russian idea of confiscation may 
be judged by considering how it would have 
reacted ten years ago to the suggestion of 
even a 31 per cent Federal tax on incomes 


superimposed upon heavy state and local 
taxes. 


Banking Conferences 


The Spring meeting of the Executive Coun- 
cil, of the American Bankers’ Association will 
be held at the Bon Air-Vanderbilt hotel, Au- 
gusta, Georgia, April 28-May 1. 

The Eastern District Regional Conference 
of the Savings Bank Division, American 
Bankers Association, will be held April 24th 
and 25th at the Commodore Hotel, New York 
City. The conference district includes all the 
territory east of Ohio and north of South 
Carolina. This conference, to which all banks 
in the district are invited to send representa- 
tives, is the last of four regional meetings 
held under the auspices of the Savings Bank 
Division, others already having been held at 
Los Angeles, New Orleans and Chicago. The 
program will present practical experiences in 
the savings field by successful bankers, and 
it promises to be a meeting well worth at- 
— by bankers interested in the savings’ 

eld. 


French Finance 








Interest in European affairs has centered of 
late in the efforts of the French government 
to strengthen its financial position, including 
support of the franc in the exchanges, and in 
the work of the expert commission upon the 
reparations problem. 

The financial policy of the French govern- 
ment since the war has been based upon the 
expectation that it would be reimbursed by 
Germany for the heavy outlays it has been 
making for the reconstruction of the devas- 
tated districts. These expenditures have not 
been included in the ordinary budget, but have 
been classed as “recoverable expenditures,” 
and covered by the sale of short term Treas- 
ury obligations, bearing interest at rates which 
have made them attractive to the public. As 
this paper fell due it was replaced by fresh 
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issues of the same kind, and the volume out- 
standing increased not only by the amount of 
additional expenditures but by the amount of in- 
terest charges. French financiers have not con- 
cealed their uneasiness over the increasing amount 
of these obligations, in view of the uncertain- 
ty about reparations, and inevitably the situa- 
tion was the subject of comment in all finan- 
cial centers. It was evident that if the French 
public should develop an indisposition to take 
the increasing offerings, the government might 
be forced to resort to increasing issues of 
paper money, although known to be firmly op- 
posed to such a course. 


The Ruhr Occupation 


The French people expected reparation pay- 
ments to be forthcoming, believed in the abil- 
ity of Germany to make them, and looked to 
the French government to insist upon them. 
Under the circumstances they were not re- 
ceptive to the idea of more taxes upon them- 
selves in order to completely balance the 
budget. This was the domestic situation 
which impelled the French government to 
make the move into the Ruhr. It felt itself to 
be under the necessity of at least making an 
attempt to obtain reparation payments before 
resorting to increased taxation. 

The Ruhr occupation, whatever the ultimate 
results may be, has not up to this time yielded 
increased reparations, and meanwhile the need 
to do something to increase French Treasury 
revenues has become more pressing. The 
franc was depreciating, which meant that 
prices were rising, and as prices rose, more 
currency and more credits were required to 
transact business—the familiar phenomena of 
inflation. The index of retail prices in Paris, 
based on 100 representing 1913 prices, was 
309 for January, 1923, 321 for July, 349 for 
October, 365 for December, and 376 for Janu- 
ary, 1924. From January, 1923 to January, 
1924, the cost of living in Paris rose 21.68 per 
cent. The amount of currency in circulation 
March 1 1923, was 37,434,065,000 francs and 
on February 28, 1924, 39,344,769,000 francs. 


Short-Selling the Franc 


The French government has held to the 
opinion that the chief influence in this decline 
of the franc was “short selling,” i. e., the per- 
sistent offering of franc exchange for future 
dates on a falling scale, and whether this was 
the principal influence or not, subsequent 
events have proven that a large short interest 
existed. The purpose of such. operations 
would be to spread alarm and induce the gen- 
eral public to convert franc credits or securi- 
ties into other funds. It is well known that 
many fortunes have been made in Europe dur- 
ing the debacle of currencies by this method. 
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There are speculators who have followed and 
hammered down the currencies of every coun- 
try in Europe, and probably have been watch- 
ing for their opportunity to operate on the 
franc. Once the idea should become wide- 
spread in France that the franc was going the 
way of the mark, the short sellers would reap 
a harvest. 


Energetic Constructive Measures 


The French government, recognizing the 
peril, took vigorous action, and was sustained 
by public opinion. It proceeded to submit to 
the legislative bodies measures for increasing 
the revenues and effecting economies, the 
joint effects of which, according to calcula- 
tions, will be to cover the “recoverable” ex- 
penditures.” In order to certainly accomplish 
the purpose, these measures give an extraordi- 
nary degree of authority to the cabinet, and 
for this reason encountered considerable op- 
position, but the principal measures were car- 
ried through both houses. 

The government finances having been thus 
placed on a sound basis, the government was 
in position to take action for stabilizing the 
currency. Credits were obtained in London and 
New York, in the latter for $100,000,000, thus 
enabling the French Treasury to draw ex- 
change freely on both markets, and with these 


resources it proceeded to buy franc exchange. 
The battle was a short one, for the sellers 
who had contracted to deliver what they had 
not yet obtained, quickly realized their pre- 
carious position and completed their own dis- 
comfiture by buying their way out as rapidly 


as possible. Franc exchange rose from the 
low point of 3.44 on March 8 to 5.63 on 
March 24. There is reason to believe that it 
was buying by panicy “shorts” rather than by 
the government that carried the market to the 
top figures reached, for the rate gradually re- 
ceded to 5.3714, where it turned upward and 
closed the month at 5.5 cents. One year ago 
it was about 6.6 cents. No doubt the gov- 
ernment could put the rate higher, but such 
by changes are disturbing to business af- 
airs. 


The Problem of Stabilization 


France has a perplexing problem to solve in 
determining the level at which it is best to 
stabilize the franc. At the Genoa Conference 
two years ago the French representatives ex- 
pressed confidence that the paper franc would 
be eventually restored to parity with the gold 
franc, or a value of 19.3 cents, but this would 
involve such a readjustment of all existing 
prices and contracts that the expectation does 
not seem likely to be realized. It might be 
raised to the value of a year ago, or to the 
value prevailing before the movement into the 
Ruhr, and possibly some higher, by gradual 
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appreciation. The highest rate for the franc 
in the last two years was touched on April 
17, 1922, when it reached 9.37 cents. In the 
last half of December, 1922, it ranged from 
7.35 to 7.58, and declined after the movement 
into the Ruhr the following month. 


French Credit on a Firm Basis 


There is no room for reasonable doubt about 
the ability of the French people to bear the 
new taxation that has been enacted, or their 
purpose to avoid further inflation. The gov- 
ernment and the financial authorities of the 
country have been very decided in their pur- 
pose upon this subject all of the time. The 
Prime Minister carried all his principal finan- 
cial proposals but was unexpectedly defeated 
on a minor issue, the situation being so clear 
that the President requested him to resume 
the Premiership. The steps that have been 
taken should restore confidence in French 
credit at home and abroad. Moreover, it is 
beyond question that France will eventually 
receive very substantial reparation payments. 


General economic conditions in France are 
good, the amount of unemployment being very 
small. The production of coal increased from 
31,916,000 tons in 1922 to 38,486,000 in 1923, 
the gain being in the northern mines put out of 
commission during the war. Foreign trade 
showed considerable development over 1922 
and is now more active than at any time in 
France’s history. The unfavorable visible 
trade balance for the year was 2,183 million 
francs ; this compares with an unfavorable bal- 
ance of 2,551 millions in 1922 and 1,541 millions 
in 1913. France has a balance in her favor 
upon the invisible exchanges, not including in- 
terest on the indebtedness to the United States 
and British governments. 


The latest Government estimates place the 
amount of material damages to be paid by the 
French Government to its citizens at between 
80 and 85 billion francs. In the devastated 
area reconstruction at the end of the year 1923 
is about 90 per cent complete, including popu- 
lation, factories and arable land. Eighty per 
cent of the houses damaged or destroyed have 
been repaired or rebuilt. The devastated re- 
gions are now yielding more taxes than in 
1913, even if the present figures are converted 
to a gold basis. 


The Agricultural Situation 





Prices of the grains are generally lower than 
a month ago, and dairy products and eggs 
also have declined. This is in part seasonable, 
but imports of Danish butter have been rather 
heavy, due it is said to increased receipts on 
the London market from New Zealand and 
Australia. 


The California crop situation has been men- 
aced by a severe drought, but improved in 
some localities by recent rains. 

The President, acting upon the report of 
the Tariff Commission upon relative costs of 
wheat production in the United States and 
Canada, has exercised his authority under the 
sliding scale section of the Fordney act to 
raise the customs duty on wheat from 30 to 
42 cents per bushel, the proclamation taking 
effect April 7. It was understood, of course, 
by all familiar with the situation that the 
duty would not be effective unless there 
should prove to be a scarcity of domestic 
wheat to meet this country’s requirements, 
making importations necessary. There has 
existed throughout the present crop year a 
considerable body of opinion holding that this 
country would be short of home-grown wheat 
before another crop was harvested. The agi- 
tation to increase the duty was based upon 
this theory, and the President presumably 
acted with the purpose of giving the wheat- 
growers the benefit of the situation in case this 
theory proved to be well-founded. Unless re- 
scinded, the increased duty will stand to be 
effective in the future in case importations are 
necessary, but it is a familiar fact that import 
duties are not effective upon prices in a coun- 
try that is on an export basis. 


May Wheat at Lowest Price of Year 


As a matter of fact, the price of wheat has 
dropped about 10 cents per bushel since the 
President’s proclamation was made, because 
the report of the Department of Agriculture 
upon farm reserves and known stocks in this 
country on March Ist has afforded evidence 
generally accepted as conclusive that this 
country will not need to import wheat before 
another crop is harvested, in which case it 
will make no difference whether the import 
duty is 30 cents, 42 cents or $1.00 per bushel. 

The markets since last Summer have illus- 
trated very well the uncertainty that attaches 
to all crop statistics. Backing their belief in 
higher prices, speculators have held the price 
of wheat in the principal markets of this coun- 
try above the level at which the grain could 
be profitably exported, most of the time since 
last July. Last October they bid up the price 
of May wheat to $1.1454 cents per bushel, the 
high price on the crop, and since last July it 
has been higher every day than it is now. 
That is to say, speculators have held the price 
above world markets while the farmers have 
sold the crop, and now, as the end of the crop 
year approaches, it is apparent that the specu- 
lators have “held the bag.” March 29 May 
wheat in Chicago ranged at $1.00% to $1.01%. 

This is not the story usually told about 
the operations of speculators. They are sup- 
posed to buy wheat cheap at harvest, and sell 
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it about this time with large profits, but this 
is one year in which the result has been other- 
wise. 

The Relief Measures 


The Norbeck-Burtness bill for the appropri- 
ation of $50,000,000 to be loaned to farmers 
in the Spring wheat territory was defeated in 
the Senate, which probably means that none 
of the so-called relief measures will go through. 


The McNary-Haugan bill has received so 
much criticism that it has been revised by 
the authors, but there are fundamental objec- 
tions to it. The measure is urged as an ex- 
tension of the protective policy, but it goes 
much further than a simple protective duty. 
The bill attempts an impossible task in under- 
taking to establish by law fixed relations be- 
tween different groups of producers. Mr. B. 
W. Snow, formerly chief statistician of the 
Department of Agriculture, describes the 
probable results very well when he says: 


If living costs are artificially advanced it will be 
necessary to put wages up, then it will cost more to 
produce everything, and prices of everything will be 
higher. And so we will start around again in ‘the 
old circle, higher cost of living, then higher wages; 
then higher prices for everything and higher wages 
to pay the higher prices for everything and sstill 
higher prices to pay the higher wages, until finally 
we come once more ‘to the inevitable smash. 


It is said that the Federation of Labor has 
endorsed the measure, but such endorsement 
if given has no practical significance. The 
Federation of Labor does not control the wage 
demands of the various unions which com- 
pose it. Organization is the watchword of 
organized labor and the leaders will not stul- 
tify themselves by opposing organization 
among farmers, but it is safe to say that no 
labor leader will give any pledge that labor 
will not ask for wage-increases to cover every 
increase in the cost of living. 


F. W. Murphy, of Wheaton, Minnesota, 
made an address before the Minnesota Edito- 
rial Association in advocacy of the McNary- 
Haugen bill, in which he stated that the meas- 
ure would advance the prices of farm products 
78 per cent. This caused Mr. Henry Heaton, 
of Biddle, Montana, to write a letter to the 
Farmers’ Dispatch of St. Paul, in which he 
pointedly says: 

As long as prices vary from what we believe to be 
natural and unavoidable causes we acquiesce quietly, 
but if any one undertakes to regulate them it is al- 
most certain that no one will oe satisfied. 

When people learn that many of our products are 
being sold abroad for little more than half of what 
we pay, if there is not an awful howl, I miss my 


guess. It will most likely mean certain defeat to 
the politicians who inaugurate the scheme. 


The Oklahoma Wheat Growers’ Association, 
a cooperative marketing organization, has 
passed strong resolutions opposing the meas- 
ure, and the Kansas Cooperative organization 
has done the same, 


The Kansas Republican State Convention 
held last month did not refer to any of the so- 
called relief measures, but struck a new note 
for the west in the following resolution: 


We congratulate President Coolidge for his states- 
manship in seizing the opportunity to send the 
Dawes Commission to Europe to help unravel the 
tangled skein, and note with pleasure their success. 
We, therefore, urge as a means of agricultural relief 
that he pursue his vigorous policy, and at the earli- 
est moment participate in an economic conference 
in which the American people will have an oppor- 
tunity to face frankly and fairly the problems grow- 
ing out of the war. While we recommend adjust- 
ment of the reparations, we follow President Cool- 
idge’s recommendations that we adjust the debts 
also, and suggest an adjustment based on capacity 
of debtor nations, and in such a manner that world 
economic stabilization will ensue and the world’s 
wrecked trade machine be restored. By such meas- 
ures can the farmers again have access to the grain 
food markets of Europe. 


Food Exports in 1923 
That the value of our exports of foodstuffs 
has declined heavily in the last two years may 
be seen by the following tabulation made by 
the Department of Commerce: 

Year 1923 1922 1921 
Grain and prep..$311,301,228 $515,913,077 $758,397,520 
Meat 149,967,743 134,919,343 150,878,243 
Dairy products . 27,336,395 24,905,495 44,145,749 
Canned vegetables 5,175,040 4,368,487 3,428,193 


Canned fruit 15,076,085 22,324,453 14,381,421 
Animal fats 158,415,723 118,432,275 146,017,308 


$667,272,214 $820,863,130 $1,117,248,434 





Totals 


Corporation Reports 





The figures published in our March letter 
regarding the profits of steel manufacturers 
and sugar companies appear to have been re- 
ceived with interest, and we are presenting 
herewith a tabulation of profits in two other 
leading industries. 


The Rubber Industry 


An examination of the earnings statements 
of the principal manufacturers of automobile 
tires and other rubber goods discloses that the 
financial returns on last year’s operations were 
not so unfavorable as was generally predicted, 
in spite of the drastic price-cutting witnessed 
during the year. The net profits of the lead- 
ing companies were not far different from 
1922; in some instances they were larger and 
in few cases did they show red figures. 

The reports of tire companies which pub- 
lished statements of their earnings for the six 
months ending June 30th were quite favorable, 
but the remaining two quarters of the year 
were not as a rule profitable and added prac- 
tically nothing to the year’s earnings. The 
number of tires produced and sold for the year 
totalled about 45,000,000, which was approxi- 
mately 10 per cent over 1922, the previous 
record year. 

We give below a list of the more important 
companies for which earnings are published. 
They do fully 80 per cent of the business, al- 
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though there are upwards of 200 tire manu- 
facturing companies in the country, most of 
them selling in restricted territory, but all 
factors in price-making. These figures rep- 
resent the net profits available for dividends 
or to carry to surplus; i. e., after all expenses, 
depreciation, interest, reserves, adjustments 
and provisions for taxes. 


NET PROFITS 
(000’s omitted) 
1921 1922 
Firestone Tire & Rubber Co. *17,166 7,348 
Fisk Rubber Co. *6,398 1,655 
Goodyear Tire & Rubber Co. 4,388 
General Tire & Rubber Co 1,061 
B. F. Goodrich Co 
Hood Rubber Co. 
Kelly-Springfield Tire Co 
Keystone Tire & Rubber Co. 
Lee Rubber & Tire Corp. 
Miller Rubber Co. ......ccseecssessseeees 
United States Rubber Co 
*Deficit. 


The above figures, however, show that the 
1923 earnings were still sub-normal in relation 
to volume of sales and invested capital. The 
sales of the five largest companies were: 
United States Rubber Company $186,261,000; 
B. F. Goodrich Company $107,093,000; Good- 
year Tire & Rubber Company $106,026,000 ; 
Firestone Tire & Rubber Company $77,583,- 
000; and Fisk Rubber Company (ten months) 
$44,863,000. On this business the percentage 
of profits was, respectively, 3.96 per cent, 
2.82 per cent, 6.12 per cent, 7.86 per cent and 
4.64 per cent. The profit on invested capital, 
calculated from the capital stock and surplus 
at the beginning of the year was 4.04 per cent, 
2.71 per cent, 6.25 per cent, 14.05 per cent and 
6.70 per cent respectively For the five com- 
panies combined, there was a profit of 25 mill- 
ions on sales of 522 millions, making but 
4.81 cents on each dollar of sales, and 5.35 per 
cent on the capital investment of 469 millions. 
These companies represent the most success- 
ful in the industry; the minor companies’ 
profits, if any, were as a rule smaller and more 
irregular. 


The outlook for the current year appears 


fairly favorable. The costs of rubber and 
fabric are at comparatively low levels, sales 
are running in record-breaking volume and 
factories are being operated more economically 
than in years, so that with the elimination dur- 
ing the last few years of a number of small 
manufacturers, the well established companies 
should have a satisfactory year. 


Meat Packing 


The reports of the packing companies are 
always deserving of attention because of the 
enormous volume of business and their close 
relations with agricultural conditions, espe- 
cially live-stock raising. 


The outstanding feature of the year was the 
increased offerings of hogs. The receipts in 
67 central markets showed an increase of 25 
per cent over 1922, while in the seven prin- 
cipal markets of the Middle West the increase 
was 30 per cent. This naturally meant lower 
prices, the average of Chicago figures being 
about $7.50 per cwt. against about $9.25 the 
previous year, but for the total of corn and 
hogs together the farmers probably received 
in the aggregate more money than in 1922. 

Fortunately for the packing concerns and 
the live-stock producers as well, the public’s 
demand for pork products was unusually great, 
due to good business conditions, or prices must 
have given way more than they did. Hogs are 
produced by the farmers throughout the coun- 
try and shipped to markets when and as the 
producers desire, the packers having no con- 
trol over the situation. Notwithstanding this 
burden of 14,000,000 more hogs shipped than 
during the previous year, the national packers 
stood at the stock yards, figuratively with 
pocketbooks in hand, maintaining a cash mar- 
ket for every animal shipped in and by their 
great distributing organizations at home and 
abroad succeeded in disposing of the product. 
The year’s consumption of meat products at 
home increased, according to the statistics of 
the United States Department of Agriculture, 
by 18 pounds per capita. The foreign trade 
showed considerable gains over the two pre- 
vious years and was much in excess of pre- 
war volume although short of the war years’ 
record. Lower prices, although not welcomed 
by the producer, were an important factor in 
the distribution. 

Cattle receipts during the year were 2.6 
per cent higher than in 1922. The price of beef 
suffered by the competition of cheap pork, 
and producers were under the disadvantage 
of high prices for corn. 


The 1923 average price of native steers was 
slightly higher than the previous year. Sheep 
and lamb receipts were about 8 per cent 
higher than in 1922 and at higher prices. Good 
wool prices during the past two years have 
helped the sheep raiser. 


There are more than 800 packing establish- 
ments in which government inspectors are 
maintained, but the following table shows the 
net profits of the more important meat packers 
whose figures are made public: 


NET PROFITS 
(000’s omitted) 
1921 


RB Be Oi. cceusqnssmesesesrenene *31,710 
Beech Nut Packing Co 

Cudahy Brothers Co. 

Cudahy Packing Co. ......ccccsccee 

Jacob E .Decker & Sons 

Jacob Dold Packing Co 

George A. Hormel & Co. 

Krey Packing Co. werseccssessesssreee 
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1921 1922 1923 
John Morrell & Co., Ltd....... * 712 §=1,995 
St. Louis Independent Pack- 

ing Co. 628 669 
Sullivan Packing Co....... pdibcobiibe 56 
BWIEE: Be CO. cree cccscocscesioccoseree Iatnahe *7,812 
Wilson & Co *8,462 


*Deficit. 





13,049 
*2 243 





A comparison of the figures of the four 
largest concerns is of interest. The sales 
of each for 1923 were approximately: Armour 
& Company, $800,000,000; Swift & Company, 
$750,000,000 ; Wilson & Company, $275,000,000 
and Cudahy Packing Co., $190,000,000, mak- 
ing a total for the four companies of $2,015,- 
000,000. On this the net profits were re- 
spectively $13,772,000, $13,185,000, $2,010,000 
and $2,451,000—total $31,418,000. This is at 
the rate of 1.56 cents on each dollar of 
sales, a profit much smaller than most lines 
of business could afford to operate on. The 
combined capital and surplus of the four com- 
panies at the beginning of the year was $552,- 
000,000, so that the above profit would repre- 
sent an earning on the investment of but 5.69 
per cent. The packers of the second rank in 
size (about fifty in number) appear to operate 
on approximately the same margin of profit 
as do the leaders, although this “margin of 
profit” is sometimes a loss, as in 1921 when 
the four leading concerns suffered a combined 
loss of $49,554,000. The ownership of the cap- 
ital stock of these four corporations is repre- 
sented by approximately 225,000 stockholders, 
a large percentage of whom are employees. 
The holders of the $304,000,000 of bonds are 
not included in this number. 

The consolidation of Morris & Co. with Ar- 
mour & Co. became effective on March 31, 
last year, and F. Edson White, President of 
Armour & Co., states that resulting econo- 
mies amounting to about $5,000,000 were ac- 
complished in the nine months’ operations to 
the end of the fiscal year, January 1, 1924, 
and in his opinion will reach $10,000,000 in a 
full year when the reorganization is fully ef- 
fected. The volume of business for 1924 ex- 
ceeded that of the two companies combined 
in 1923. The above showing of realized profits 
probably affords more definite information as 
to the influence of the Armour-Morris merger 
upon competition in the industry than has 
been gathered by the Government’s expensive 
inquiry, which has been running now about 
a year. 


Immigration 


The present law restricting immigration on 
a percentage basis will expire by its own limi- 
tation on June 30 next, and it seems to be 
certain that another of a similar kind will be 
enacted to go into effect at that time. From 
current reports the number of eligibles is likely 
to be reduced rather than increased, although 


there are evidences that a serious labor short- 
age will develop if industry is active. 


The demand for common labor in the North 
has been met in large part in the last two years 
by the migration of negroes from the Southern 
States, but this is producing serious effects in 
short cotton crops and very high prices for 
cotton goods. Now, with the boll weevil to 
contend with, more intensive cultivation is re- 
quired to produce the cotton crop and this 
means more labor. As cotton goods are the 
common clothing of the people, this restriction 
of the cotton crop affects all classes of people, 
but those affected most seriously are the wage- 
workers who are thought to be benefited by 
the exclusion of European labor. As usually 
the case with legislation expected to benefit a 
class, there are unfavorable results for that 
class in roundabout and unforeseen ways. 


The direct economic considerations of 
course are not the only elements in the ques- 
tion, and it is refreshing to read such a vigor- 
ous statement of economic principles as is con- 
tained in a letter which we have received from 
a Chicago business man, Mr. Frank H. Tuthill, 
whether one agrees without qualification or 
not. He says: 


In all the remarks about immigration to the United 
States, I never see a word saying that it should be 
unrestricted, and yet it should be. <A quarantine 
should be the only bar to coming into our country. 
This was the land of the free, a refuge for the op- 
pressed, and the land of promise and of liberty. Such 
has been our reputation for years by and it should 
be maintained at present. 

No standard can be set to measure a man’s moral 
fitness to be a citizen. And if a superhuman insight 
should establish such, no political employe could 
rightly apply it. 

Intelligence cannot assure a man’s value, as intel- 
lect may be used as well for evil as for good, 

A monetary standard would have excluded a Stein- 
metz, one of the greatest electricians in the world, 
or Jacob Reis. 

Immigration should be unrestricted for two rea- 
sons, first, on moral grounds, second, on economic 
grounds. 

First, “the earth is the Lord’s and the fulness 
thereof.” No man has a right to go into unoccupied 
territory and, because it is valuable, put a fence 
around it and claim it as his own to the exclusion 
of his brother men who are more needy. 1 am not 
saying that a man is not entitled to the fruits of his 
labors; what he produces should be his. If the 
children of a common father find. on a barren moun- 
tain, a spot where the huckleberries grow so thickly 
that no one can tread without crushing them (I 
have seen just such a spot on Mount Rainier), one 
of those children has no right to ward off all the 
rest and let them go hungry while he has more 
than he needs. This is but a homely illustration of 
God’s children on this earth. If we have plenty. 
while others, in Greece, Russia, or anywhere else 
are starving, or even are not doing as well as we 
are, we have no right to keep the surplus to our- 
selves at their expense. . 

Second, and this law will be found the best eco- 
nomics, because economical law always agrees with 
the highest morality; God’s laws are one, whether 
in economics or in morals! Our country would be 
profited by others coming here. It has grown 
through centuries because people came here. The 
more people there are in a place, the easier it is to 
get a living. How difficult it is for a single family 
on a lonely prairie to get along; but when a city 
grows up around them. what luxury they enjoy with 
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less labor than before. The reason is that a man 
can in this country produce more than necessary 
for his sustenance, thereby producing a surplus. The 
more men there are and the more surplus there is, 
the richer the country is. This has been the rule 
since our country was first opened, and it is so still. 
A passing illustration of this is found in the present 
restriction of production, because there are not 
enough people in this country to do the work. Our 
country will be more prosperous when immigration is 
absolutely free, just as it would be much more pros- 
perous if we had free trade. 

This matter is a live issue now. Congress will 
endeavor to perpetuate or exaggerate the shame, in- 
justice and evil of our present immigration law. 


Sugar Situation 


The sugar market has been quiet thus far 
in the present season, compared with what it 
was last year, when fluctuations were wide 
and a housekeepers’ boycott and government 
suit against the sugar exchange were giving 
variety to proceedings. The situation is con- 
sidered by experts to be rather closely bal- 
anced, with enough sugar to go around, and 
not much to spare, if all comes out as ex- 
pected. Stocks were well cleared out in this 
country at the beginning of the present crop 
year, and world stocks at that time are esti- 
mated by Lamborn & Company at 4,456,000 
tons against 5,075,000 tons at the beginning of 
the 1922-23 year. They estimate world’s pro- 
duction in 1922-23 at 18,742,000 tons, con- 
sumption 19,361,000 tons, world’s production, 
1923,24, 19,886,000. consumption 19,808,000 
tons. 

By continents, production and consumption 


for the present crop year are estimated as 
follows: 

Tons 
6,381,000 
1,394,000 
4,943,000 
6,227,000 
618,000 
323,000 


Consumption 


5,963,000 
892,000 
6,792,000 
1,955,000 
365,000 
66,000 


19,808,000 


The consumption of sugar in the United 
States in the calendar year 1923 is estimated 
to have been 4,909,000 tons, as compared with 
5,294,000 tons in 1922, and the sources of sup- 
ply were as follows: 


North America 
South America 
Europe 
Asia 

Africa 
Oceania 














19,886,000 


Per cent 
Domestic beets 


Domestic cane 
Porto Rico 
Philippines 
Hawaii 




















Cuba 
All others 





Up to the 15th of March production in Cuba 
aggregated 2,322,569 long tons, against 2,209,- 
122 tons to the corresponding date last year. 
Upon advices from the island, however, we 
estimate that the full outturn will not exceed 
3,500,000 to 3,600,000 tons, against 3,717,000 
tons last year. Up to March 15, exports from 
Cuba had been 740,013 tons, against 717,330 
last year. 


Price is now about 5 cents per pound, raw 
sugar, on board ship, New York, before pay- 
ment of duty; refined sugar, New York, 8.40 
to 8.60. One year ago raws were quoted 5.50 
and refined, 8.40 to 8.50. 

The production of beet sugar in the United 
States from beet crop of 1923 was estimated 
by the Department of Agriculture, in its pub- 
lication, “Weather, Crops and Markets,” De- 
cember 29, 1923, at 884,000 short tons, against 
675,000 in 1922 and 1,020,000 in 1921. Willett 
& Gray’s estimate for all duty-free sugars is 
as follows, all in long tons: U. S. Beet, 775,000 
tons; U. S. Cane, 172,200; Porto Rico, 363,146; 
Hawaii, 540,000; Philippines, 323,000. 

The annual report of the President of the 
American Sugar Refining Company, the largest 
refiner of sugars in this country, to stockhold- 
ers, in its account of operations in 1923 makes 
the following interesting statement of effect 
of the fluctuations in raw sugar upon the 
profits of the refining companies: 

The year 1923 was unprofitable for cane sugar re- 
finers, but a profitable one for sugar producers. In 
fact, your return from investments in sugar produc- 
ing companies has more than offset the unprofitable 
refining operations. In 1922 we refined 1,650,000 tons 
of raw sugar at a profit of $10,083,832.55. In 1923 we 
refined 1,162,000 tons at a loss of $1,693,070.01. The 
loss on refining operations was largely occasioned by 
the frequent fluctuation of sugar prices. There were 
115 changes of raw sugar prices. The extreme fluc- 
tuation of 3.375 cents per pound during the year was 
greater than the extreme fluctuation of 2.725 cents 
during the entire ten years before the war. In 1923 
we had the price extremes of a ten year pre-war pe- 
riod. On the other hand interest and dividends from 
investments have been sufficient to cover this oper- 
ating loss, provide depreciation, bond interest and 


preferred dividends, and leave a balance of $865,- 
107.34, which has been added to surplus. 


Bond Market 


During the first half of last month the bond 
market was not particularly active, but about 
the middle of the month the market became 
very active and this condition was immediately 
reflected in higher prices. The supply was so 
limited that buying orders for blocks of more 
than $25,000 or $50,000 of most issues could 
not be executed without materially advancing 
the price of the issue. The amount of new 
financing during the month was unusually 
small. 

The improvement in the bond market during 
the latter part of the month was particularly 
noticeable in United States Government issues: 
the Treasury 4% per cent bonds of 1947-52 
sold at a new high level of 10054, while the 
Third 4%4s due in 1928, sold as high as 100%, 
with the other Liberty 4%s selling pretty close 
to par. 

The market for United States Certificates of 
Indebtedness and Treasury Notes was also 
very strong, the March 15 issue of 4 per cent 
one-year certificates selling as high as 100%, 
compared with original subscription price of 
par. 
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